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MEMORANDUM 


TO:   All  Agency  Managers 


FROM:   David  M.  "Bartley 

Secretary  for  Ad minis trartWWTT  and  Finance 

DATE:   August  9,  1982 

SUBJECT:   Fiscal  Year  1984  Budget  Policy  and  Procedures 


Today  begins  budget  preparation  for  fiscal  year  1984.   This 
memorandum  and  the  fiscal  1984  budget  manual  are  the  principal 
instructional  documents  for  the  next  budget  preparation  cycle. 
Governor  King  will  formally  initiate  the  process  in  his  special 
meeting  with  Cabinet  Secretaries,  Department  Directors,  and 
Chief  Fiscal  Officers  on  August  11,  1982,  at  11:30  A.M.  in 
Gardner  Auditorium.   The  Secretaries  are  being  notified  by 
separate  letter  about  the  Governor's  meeting.   Budget  and  fiscal 
staff  should  plan  to  attend  a  technical  review  meeting  at  one  of 
the  locations  and  dates  listed  below: 


August  11,  1982 


August  12,  1982 


I.   Introduction 


1:00  P.M 


10:30  A.M. 


Gardner  Auditorium 
State  House 

Holyoke  Community  College 
Building  C 
The  Forum 


Fiscal  year  1984  is  a  new  opportunity  for  the  government's 
managers  to  evaluate  the  efficacy  and  relevance  of  their 
agency's  programs.   This  Administration  is  confident  that 
greater  efficiencies  can  be  achieved  at  practically  every  level 
of  state  spending.   Resources  are  limited,  so,  more  than  ever, 
budget  managers  are  asked  to  exercise  their  professional 
judgment  and  expertise  in  proposing  agency  spending.   The  fiscal 
year  1984  process  provides  the  format  for  describir   and 
prioritizing  the  agency's  request. 


The  FY  84  Budget  Manual  continues  the  policies  and 
procedures  established  for  preparation  of  the  FY  83  agency 
budget  requests,  with  a  few  important  exceptions.   The  changes 
involve  collective  bargaining  and  inflation  related  factors,  so 
it  is  imperative  that  all  agency  managers  and  budget  preparation 
staff  carefully  review  this  material  in  the  manual,  fully 
understand  the  contents,  and  implement  the  instructions.   The 
revised  budget  preparation  manual  provides  a  thorough  explana- 
tion of  the  forms  and  procedures  which  must  be  used;  this  memo- 
randum details  the  overall  budget  policy  which  must  guide  their 
use.   Failure  to  comply  with  these  instructions  will  adversely 
affect  the  subsequent  budget  recommendations  for  the  respective 
agency . 

II.  Target  Dates 

All  agencies  must  adhere  to  the  schedule  detailed  in  the 
Budget  Manual.   Agencies  have  five  weeks  to  prepare  their 
requests.   Agency  budget  requests  are  due  in  the  Budget  Bureau 
and  their  respective  Secretariats  on  September  10,  1982.   Each 
Secretariat  must  comply  with  the  established  statutory  and 
administrative  requirements  regarding  budget  hearings  and 
review.   Any  variation  from  this  schedule  requires  prior  written 
approval  of  both  the  respective  Secretariat  and  the  Secretary 
for  Administration  and  Finance.   Your  attention  is  directed  to 
the  fact  that  the  number  of  copies  of  the  completed  budget 
requests  which  must  be  submitted  to  the  Budget  Bureau  has  been 
increased  from  eight  (8)  to  nine  (9)» 

III.  Policy 

Operating  Accounts. 

The  total  fiscal  year  1984  base  budget  request  for  agency 
operating  accounts  must  not  exceed  the  total  fiscal  year  1983 
operating  appropriation  plus  collective  bargaining  costs  and  the 
53rd  week  of  payroll  costs  in  FY84.   The  base  budget  must 
include  funding  for  inflation  and  annualization.   Procedures  for 
collective  bargaining  adjustments  and  the  53rd  week  of  payroll 
costs  in  FY84  are  included  with  the  personnel  forms  in  the 
revised  manual. 

The  following  inflation  adjustment  factors  are  provided  for 
the  sole  purpose  of  realistically  guiding  each  agency  in  its 
assessment  of  the  actual  cost  of  inflation  prior  to  the  imple- 
mentation of  offsetting  management  cost  savings  initiatives: 

Subsidiary  %Factor 

03  6.5% 

05  4.0%      . 

06  8.0% 

07  Hospital  Care  10.0% 
Purchase  of  Services   6.5% 

Personal  Supplies   6.5% 
09  6.5% 
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10  Gasoline  10.  i 

Travel  6.5% 
Private  Mileage  -  20  cents  per  mile 

11  6.5% 

12  6.5% 

13  6.5% 

14  Telephone  6.5% 

Supplies  6.5% 

15  ..  6.5% 

16  6.5% 

In  order  to  minimize  the  impact  of  inflation,  agencies  are  encouraged  to 
develop  reasonable  cost  savings  approaches  wherever  possible.  However,  each 
cost  savings  proposal  must  be  clearly  explained  and  be  reasonably  attainable 
in  order  for  it  to  qualify  as  an  offsetting  factor  to  the  expected  increased 
cost.  An  example  of  an  acceptable  offsetting  costs  savings  is  the  previous 
installation  of  energy  efficient  heating  equipment  which  will  reduce  fuel 
consumption  below  the  fiscal  year  1983  appropriation  level.  The  annualized 
costs  of  programs  which  received  start-up  funds  in  fiscal  year  1983  must  also 
be  absorbed  within  the  fiscal  year  1984  base  budget  request. 

Every  unnecessary  program,  service,  or  function  must  be  eliminated  in  • 
order  to  preserve  the  absolutely  essential  services  which  the  state  must 
provide.  Agency  managers  are  cautioned  against  ignoring  these  instructions  in 
favor  of  a  business  as.  usual  approach.  The  development  of  a  fiscal  year  1984 
base  budget  accurately  reflects  the  serious  limitations  of  the  state's  fiscal 
resources.  Adjustments  to  the  fiscal  year  1984  base  budget  will  only 
be  considered  for  extreme  circumstances  which  are  clearly  docunented,  with 
programmatic  impact  statements.  Agencies  with  programs  experiencing  federal 
cutbacks  must  either  assume  the  costs  of  the  program  within  the  fiscal  year 
1984  base  budget  or  eliminate  the  program  activities.  Those  agencies 
confronted  with  court  mandated  funding  must  also  take  every  step  to  balance 
these  costs  with  comparable  cost  savings. 

Local  Aid,  Entitlement  and  Non-Agency  Accounts. 

Agencies  which  have  accounts  classified  with  the  non-agency  and  local  aid 
category  must  submit  fiscal  year  1984  base  budget  requests  which  comply  with 
statutory  requirements.  Agencies  which  have  accounts  classified  within  the 
direct  and  medical  category  must  prepare  requests  which  conform  to  the  fiscal 
year  1984  base  budget  policy  while  also  preparing  adjustments  to  the  fiscal 
year  1984  base  budget  which  comply  with  statutory  requirements.  Documentation 
must  be  submitted  which  clearly  denotes  the  programmatic  impact,  legislative 
amendments  and  administrative  changes  relative  to  both  the  base  budget  and  the 
adjusted  base  budget. 

Federal  Accounts. 

Pursuant  to  Sections  198  and  199  of  Chapter  351  of  the  Acts  of  1981, 
which  amended  Chapter  29  of  the  M.G.L. ,  agencies  with  federal  accounts  must 
comply  with  the  administrative  requirements.  Instructions  regarding  the 
budgeting  of  federal  funds  are  included  in  the  revised  budget  manual. 

Federal  grants  are  those  amounts  received  from  the  federal  government  for 
a  specific  purpose.  These  funds  can  be  expended  by  the  agency  after  all  the 
proper  approvals  have  been  obtained.  They  are  not  to  be  confused  with  federal 
reimbursements  which  are  counted  as  revenue  to  the  state  and  cannot,  for  the 
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most  part,  be  spent  by  the  agencies  under  any  conditions.  It  is  the 
responsibility  of  the  state's  managers  to  utilize  every  resource  available  in 
order  to  develop  the  framework  for  a  fiscal  year  1984  budget  which  is  austere 
but,  through  effective  planning,  is  capable  of  provididng  essential  services. 
Each  agency's  funding  request  must  include  an  implementation  plan  which 
details  the  gradual  steps  which  will  be  taken  in  order  to  accomplish  the 
fiscal  year  1984  funding  goal  while  simultaneously  neutralizing  the  effect  of 
a  reduced  funding  level. 

IV.  Definitions 

Terminology  used  throughout  the  Budget  Manual  with  respect  to  the 
following  items  can  be  described  as  follows: 

Prior  fiscal  Year  -  Fiscal  Year  1982 

Current  Fiscal  Year  -  Fiscal  Year  1983 

Ensuing  Fiscal  Year  -  Fiscal  Year  1984 

Payroll  Month  Used  -  July  1982 

53rd  Week  of  Payroll  Costs  -  See  Form  BP1,  Line  4i 

V.  Forms 

As  previously  noted,  the  fiscal  year  1984  budget  preparation  manual  has 
been  revised.  Agencies  can  obtain  the  revised  manuals  directly  from  their 
respective  Secretariat. 

VI.  Budget  Bureau  Assistance 

Questions  concerning  new  budget  procedures  or  forms  may  be  referred  to 
the  appropriate  Budget  Bureau  contact  person  listed  in  the  revised  manual.  In 
addition,  the  Budget  Bureau  is  offering  a  series  of  review  sessions  intended 
to  augment  the  written  instructions  included  in  the  manual.  It  is  expected 
that  all  attendees  will  have  thoroughly  reviewed  the  new  procedures  and  forms 
prior  to  the  session. 

Ihank  you  for  your  cooperation  and  assistance  in  this  endeavor. 


Recommended  Sequence  for  Completing  FY  1983  Budget  Forms 

I.  Fonn  B2  -  Base  Request  Sunmary  . 

1)  Fill  in  columns  A  through  D  using  the  current  approved  spending  plan. 

2)  Compute  column  E,  Increase  to  Base,  for  all  subsidiaries  except  01-permanent 
employees,  02-temporary  employees,  04-food,  and  08-fuel.  Multiply  column  D,  Total 
Avaialable,  times  the  recommended  inflation  factors  contained  in  the  instructions  for 
Form  B2.  Annualization  of  authorized  programs  that  begin  during  the  current  fiscal 
year  must  also  be  added  to  column  E. 

II.  BP  Forms  -  Payroll  . 

1)  Form  BP4  and  BP5,  Continuation  of  Present  Permanent/Temporary  Positions  should  be 
completed  for  positions  expected  to  be  filled  at  the  beginning  of  the  ensuing  year 
(actual  ending  level  of  the  current  approved  spending  plan)  using  the  salary  rates  in 
effect  on  the  payroll  month  used. 

2)  Form  BP2,  Proposed  Increase  or  Decrease  of  Positions,  if  applicable. 

3)  Form  BP3  -  Estimated  Cost  of  -  Collective  Bargaining 

4)  Form  BP1  -  Payroll  Summary  for  01/02  Salaries 

(A)  Fill  in  summary  data  for  the  current  fiscal  year  in  columns  A,  B,  E,  and  F, 
lines  1  through  9- 

(B)  Utilizing  the  information  contained  on  Forms  BP4,  BP5,  and  BP3,  fill  in  the 
required  ensuing  fiscal  year  information  in  columns  C,  D,  G,  and  H,  lines  1  through  5 
only. 

~Tc)  Subtract  the  line  5  of/  the  ensuing  fiscal  year  sub  total  (column  D  for  the  01, 
column  H  for  the  02)  from  line  95  current  fiscal  year  spending  level,  (colunn  B  for 
01  and  column  F  for  the  02).  Place  this  difference  on  Form  B2,  column  E,  Increase  to 
the  the  Base,  for  the  0.1  and  02. 

III.  Policy  and  Decision  Making 

After  completing  Steps  I  and  II,  Form  B2,  columns  A  through  E  should  be  completed.  At 
this  point,  Form  B2  represents  collective  bargaining  costs,  annualization,  and 
inflation  which  must  be  considered  in  the  ensuing  fiscal  year.  Collective  bargaining 
costs  (on  Form  BP1,  line  4c,  columns  D  and  H)  and  the  53^d  week  of  payroll  costs  (line 
4i,  columns  D  and  H)  are  allowable  increases  to  the  base.  Annualization  and  inflation 
must  be  offset  by  1)  transferring  funds  from  one  subsidiary  to  another  within  an 
account  (col.  F,  Form  B2);  2)  transferring  funds  from  another  account  within  a 
department  (col.  I);  or  3)  program  reduction/costs  savings  (col.  G) .  All  program 
reduction/cost  savings  plans  must  also  be  detailed  on  Form  Bl(b). 

IV.  Detailed  Ensuing  Fiscal  Year  Request  by  Subsidiary 

After  detenriining  the  availability  of  funds  on  Form  B2,  columns  A  through  J,  account 
managers  may  now  complete  the  following  forms:  1)  B3A  and  B3;  2)  BS;  3)B7A/B7B  and 
B7;  4)  B8;  5)  BRE;  6)  B15a;  7)  EL6s  and  B16;  8)  BG;  and  9)  BT. 

V.  Form  BEL  through  BE4  -  Base  Adjustment 

■1)  These  forms  may  be  used  in  conformance  with  criteria  set  forth  on  page  3  of  the 
budget  manual.  One  individual  package  (Forms  BFJ.-BE4)  must  be  submitted  for  each 
discrete  base  adjustment  request. 
2)  All  information  must  be  sunmarized  on  Form  B2(a),  Base  Adjustment  Summary. 

VI.  Federal  Grant  Forms 

1)  Form  BF3  and  BF4  -  Salaries  Paid 

2)  Form  BF2  -  Summary  of  Costs 

3)  Form  BF1  -  Description  of  Federal  Grant  Program 

VII.  Data  Processing  Forms 

1)  Form  BDP  -  Data  Processing  Summary 

2)  Form  BDP-1  -  Current  Data  Processing  Projects 

VIII.  Sunmary  Data 

1)  Form  BB543,  BB543A,  BB545  and  B2(b)  -  Computerized  and  Summary  by  Source  Forms 

2)  Form  Bl(a)  Side  1,  Bl(a)  Side  2  -  Narrative  and  Performance  Measures 

3)  Form  Bl  -  Transmittal 
/ 
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